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SUBJECT: VIEWS OF FRENCH PATRONAT ON EXCHANGE RATE OF 
DOLLAR 

1. LUNCH HOSTED BY FRANCOIS CEYRAC, PRESIDENT OF FRENCH 
PATRONAT, FOR AMBASSADOR PRESENTED OPPORTUNITY FOR TIMELY 
EXCHANGE OF VIEWS WITH SENIOR PATRONAT OFFICIALS ON 
QUESTIONS OF CURRENT INTERNATIONAL ECONOMIC IMPORTANCE. 

IT QUICKLY BECAME CLEAR THAT PRINCIPAL CONCERN OF 
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PATRONAT AT PRESENT TIME IS WEAKNESS OF THE DOLLAR AND 
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COMPETITIVE ADVANTAGE THEY FEEL THIS GIVES U.S. EXPORTS. 

IN FACT, THIS WAS MAIN SUBJECT OF CONVERSATION DURING 
LUNCH. 

2. CEYRAC SAID THAT IN HIS OPINION THE DOLLAR WAS 
ALREADY OVERVALUED AT 4.40 FRENCH FRANCS (THE CURRENT 
RATE IS ABOUT 4.28). JACQUES FERRY, HEAD OF THE 
ASSOCIATION OF THE IRON AND STEEL INDUSTRY AND PATRONAT 
VICE PRESIDENT FOR INTERNATIONAL RELATIONS, WARNED THAT 
IF SOMETHING WAS NOT DONE TO STABILIZE THE EXCHANGE RATE 
OF THE DOLLAR, THERE WAS A SERIOUS RISK OF MONETARY 
CHAOS AND TRADE PROTECTIONISM. HE SAID THE WEAKNESS OF 
THE DOLLAR HAD DIRECT IMPLICATIONS FOR THE MTN: RETURNING 
TO A THEME WHICH WAS WIDELY PLAYED IN FRANCE DURING THE 
PREVIOUS PERIOD 

OF DOLLAR WEAKNESS IN THE SUMMER OF 
1973, HE WARNED THAT NATIONS COULD NOT BE EXPECTEEZTO 
REDUCE TARIFF PROTECTION IN THE MTN IF, AT THE SAME TIME, 
THE U.S. ENJOYED A COMPETITIVE ADVANTAGE THROUGH THE 
DEPRECIATION OF ITS CURRENCY. HE SAID IF THE PRESENT 
WEAKNESS OF THE DOLLAR CONTINUED OR INCREASED, WE COULD 
EXPECT THE EC REPRESENTATIVES IN THE MTN TO REVIVE THE 
L973 DEBATE ABOUT THE LINK BETWEEN THE TRADE NEGOTIA- 
TIONS AND THE MONETARY SITUATION. "IF NO ONE ELSE DOES 
IT,” HE SAID, "THE FRENCH WILL." 

3. THE AMBASSADOR REMINDED FERRY THAT A FUNDAMENTAL 
CAUSE OF THE ECONOMIC DISORDER WHICH BEGAN IN THE LATE 
L960'S WAS THE OVERVALUATION OF THE DOLLAR. AS THE 
RESULT OF TWO DEVALUATIONS, THE DOLLAR WAS AT A MORE 
SUSTAINABLE PARITY. ANSWERING FERRY'S CALL FOR A RETURN 
TO SOME KIND OF EXCHANGE RATE STABILITY, THE AMBASSADOR 
SAID THAT THERE WAS SIMPLY NO ALTERNATIVE TO FLOATING 
RATES IN THE PRESENT PERIOD OF GREAT ECONOMIC UNCER- 
TAINTY AND, AS A MATTER OF FACT, THEY HAD WORKED QUITE 
WELL. 

4. COMMENT: WE REPORT THE VIEWS OF THE PATRONAT BECAUSE 
IT IS EVIDENT, PARTICULARLY TAKEN IN CONJUNCTION WITH 
THE STATEMENTS OF FINANCE MINISTER FOURCADE AT THE 
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FEBRUARY L8 DINNER OF THE AMERICAN CHAMBER IN FRANCE 
(PARIS 04378), THAT THIS IS A MATTER OF GROWING CONCERN 
TO THE FRENCH AUTHORITIES AND ONE WHICH WE MAY BE 
HEARING MORE OF IN GENEVA IN THE WEEKS AHEAD. 
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